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Report of Independent Auditors

The Board of Retirement
Orange County Employees Retirement System

Report on the Audit of the Schedule
Opinion

We have audited the totals for all employers of the deferred outflows of resources, deferred inflows of
resources, net pension liability (asset), and pension expense (income) excluding that attributable to
employer-paid member contributions as of and for the year ended December 31, 2025 in the
Schedule of Allocated Pension Amounts by Employer (specific column totals) of the Orange County
Employees Retirement System (the System) and the related notes (the schedule).

In our opinion, the accompanying schedule referred to above presents fairly, in all material respects,
the totals for all the System’s employers of the deferred outflows of resources, deferred inflows of
resources, net pension liability (asset), and pension expense (income) excluding that attributable to
employer-paid member contributions as of and for the year ended December 31, 2025, in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor’'s Responsibilities for the Audit of the Schedule section of our report. We are required to be
independent of the System and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Financial Statements

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the System as of
and for the year ended December 31, 2025, and our report thereon dated June 8, 2026 expressed an
unmodified opinion on those financial statements.

Responsibilities of Management for the Schedule

Management is responsible for the preparation and fair presentation of the schedule in accordance
with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation
of schedule that are free from material misstatement, whether due to fraud or error.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services
to their clients and are not licensed CPA firms.



Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the schedule as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the schedule.

In performing an audit in accordance with GAAS, we
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the schedule, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the
schedule.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the System’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
schedule.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Restriction on Use

Our report is intended solely for the information and use of the management, members of the Board
of Retirement, and the System’s participating employers and their auditors, and is not intended to be
and should not be used by anyone other than these specified parties.

7
Bfer. Ty U, 127
Irvine, California
June 8, 2026



Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

0.C.
Mosquito 0.C.
0.C. and Vector | Employees

County of Cemetery | O.C.Public Control Retirement
Orange District Law Library District System

Deferred Outflows of Resources

Differences Between Expected and Actual Experience $ 444644684  $ 279,993 $ 9225 $ 958813 $ 3,159,705

Net Difference Between Projected and Actual Investment

Earnings on Pension Plan Investments - - - - -

Changes of Assumptions 55,832,518 69,513 11,219 85,150 712,143

Changes in Proportion and Differences Between Employer

Contributions and Proportionate Share of Contributions 5,409,159 - - - 4,139,732
Total Deferred Outflows of Resources 505,886,361  $ 349,506 20,444 1043963  $ 8011580

Deferred Inflows of Resources

Differences Between Expected and Actual Experience $ 9371587 $§ 201724 $1017427 $ 898233 § 13994

Net Difference Between Projected and Actual Investment

Earnings on Pension Plan Investments 1,392,036,594 1,327,048 1,218,539 2,022,319 11,765,722

Changes of Assumptions

Changes in Proportion and Differences Between Employer

Contributions and Proportionate Share of Contributions 7,014,680 - - - 176,993
Total Deferred Inflows of Resources $1408422861  § 1528772 $223596 $ 2920552 $ 11,956,709

Pension Expense Excluding That Attributable to Employer-
Paid Member Contributions

Proportionate Share of Allocable Plan Pension Expense/
(Income) $301,255,173  § 133,043 $ (662295) § (386,149) § 23837973

Net Amortization of Deferred Amounts from Changes in
Proportion and Differences Between Employer Contributions
and Proportionate Share of Contributions 619,531 - - - 1,604,563

The accompanying notes are an integral part of these schedules.




Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Schedule of Allocated Pension Amounts by Employer

As of and For the Year Ended December 31, 2025
(Continued)

Cypress
Recreation 0.C. Transportation City of

0.C. Fire & Parks Department Corridor San Juan
Authority District of Education | Agencies | Capistrano

Deferred Outflows of Resources
Differences Between Expected and Actual Experience $35761826 $ 29658 $ 353795 § 1341227 § 1420015

Net Difference Between Projected and Actual Investment
Earnings on Pension Plan Investments

Changes of Assumptions 1,313,796 9,308 - 232,416 320,047

Changes in Proportion and Differences Between Employer

Contributions and Proportionate Share of Contributions - - - - 452,331
Total Deferred Outflows of Resources $37075622 § 38966 353795 § 1573643 2,192,393

Deferred Inflows of Resources

Differences Between Expected and Actual Experience $ 20625458 $ 286991 $ 197071 § 877650 $ 6,289

Net Difference Between Projected and Actual Investment

Earnings on Pension Plan Investments 225,073,195 379,611 552,882 5,645,795 5,287,679

Changes of Assumptions - - 9,311

Changes in Proportion and Differences Between Employer
Contributions and Proportionate Share of Contributions

Total Deferred Inflows of Resources

- - - - 1,402,197
$245698653 § 666,602 $ 759264 § 6523445 § 6,696,165

Pension Expense Excluding That Attributable to Employer-
Paid Member Contributions

Proportionate Share of Allocable Plan Pension Expense/
(Income) $4202074) $ (210842 § 151,294 § (118964 § 1275423

Net Amortization of Deferred Amounts from Changes in
Proportion and Differences Between Employer Contributions
and Proportionate Share of Contributions - - - - (533,262)

The accompanying notes are an integral part of these schedules.
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Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Schedule of Allocated Pension Amounts by Employer

As of and For the Year Ended December 31, 2025
(Continued)

U.C.. Children 0.C. Local
0.C. 0.C. Medical | and Families Agency

Sanitation | Transportation | Center and | Commissionof | Formation
District Authority Campus 0.C. Commission

Deferred Outflows of Resources

Differences Between Expected and Actual Experience $ 26966620 $ 22031929 § 1188970 § (61311) $ 82625
Net Difference Between Projected and Actual Investment

Earnings on Pension Plan Investments - - - 228,304

Changes of Assumptions 3,939,467 3,776,816 37,891 (13,819 18,622

Changes in Proportion and Differences Between Employer
Contributions and Proportionate Share of Contributions 636,851 103,533

Total Deferred Outflows of Resources 30,906,087 $ 25808745 $ 1226861 § 790025 § 204,780

Deferred Inflows of Resources

Differences Between Expected and Actual Experience $ 1818922 § 8548380 $ 994267 § 272 $ 366
Net Difference Between Projected and Actual Investment

Earnings on Pension Plan Investments 78,051,313 90,441,636 4,682,939 - 307,669
Changes of Assumptions

Changes in Proportion and Differences Between Employer
Contributions and Proportionate Share of Contributions 272,611 499,625

Total Deferred Inflows of Resources $ 79870235  $ 98990016 $ 5677206 $ 272339 § 807,660

Pension Expense Excluding That Attributable to Employer-
Paid Member Contributions

Proportionate Share of Allocable Plan Pension Expense/
(Income) $ 2697571 $ 11940141 $ 734308 § (55068) $ 74,212

Net Amortization of Deferred Amounts from Changes in
Proportion and Differences Between Employer Contributions
and Proportionate Share of Contributions - - - 254,552 (90,029)

The accompanying notes are an integral part of these schedules.
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Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

(Continued)
City of
Rancho 0.C. Superior | 0.C.IHSS
Santa Court of Public Total for All
Margarita California Authority Employers

Deferred Outflows of Resources
Differences Between Expected and Actual Experience $ 1,302 $ 28209415 $ 73574 $ 566,452,065
Net Difference Between Projected and Actual Investment
Earnings on Pension Plan Investments 6,920 - - 235,224
Changes of Assumptions - 6,357,916 14,148 72,717,151
Changes in Proportion and Differences Between Employer
Contributions and Proportionate Share of Contributions - 4,136,827 93,816 14,972,249

Total Deferred Outflows of Resources 8222 $ 38704,158 181538  § 654,376,689
Deferred Inflows of Resources
Differences Between Expected and Actual Experience $ 12737 $ 124940 $ 64794 $ 45060558
Net Difference Between Projected and Actual Investment
Earnings on Pension Plan Investments - 105,042,757 542,529 1,924,378 2217
Changes of Assumptions - - - 9311
Changes in Proportion and Differences Between Employer
Contributions and Proportionate Share of Contributions - 5425473 180,670 14,972,249

Total Deferred Inflows of Resources $ 12737 $ 110593170 § 787,993  § 1984420,345

Pension Expense Excluding That Attributable to Employer-
Paid Member Contributions

Proportionate Share of Allocable Plan Pension Expense/
(Income) $ 1,151 $ 25337029 § 73170 § 340,875,096

Net Amortization of Deferred Amounts from Changes in
Proportion and Differences Between Employer Contributions
and Proportionate Share of Contributions - (1,815,790) (39,565)

The accompanying notes are an integral part of these schedules.




Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

NOTE 1 — PLAN DESCRIPTION

The Orange County Employees Retirement System (OCERS or System) administers a cost-sharing multiple-employer defined benefit pension
plan (the Plan) for the County of Orange, Orange County Superior Court of California, City of San Juan Capistrano, and ten special districts:
Orange County Cemetery District, Children and Families Commission of Orange County, Orange County Employees Retirement System, Orange
County Fire Authority, Orange County In-Home Supportive Services Public Authority, Orange County Local Agency Formation Commission,
Orange County Public Law Library, Orange County Sanitation District, Orange County Transportation Authority and the Transportation Corridor
Agencies. The Orange County Department of Education, University of California, Irvine Medical Center and Campus, Capistrano Beach Sanitation
District, Cypress Recreation & Parks District, Orange County Mosquito and Vector Control District and City of Rancho Santa Margarita are no
longer active employers, but retired members and their beneficiaries, as well as deferred members, remain in the System. Capistrano Beach
Sanitation District is not presented in the accompanying schedule as this employer is no longer in existence and OCERS does not have the
ability to collect any unfunded liabilities from this inactive employer. OCERS is legally and fiscally independent of the County of Orange.

OCERS provides retirement, disability, and death benefits to general and safety members. Safety membership includes those
members serving in active law enforcement, fire suppression and as probation officers. General membership applies to all other
occupations. Plan retirement benefits are tiered based upon the date of OCERS membership. Additional information regarding
the pension plan’s benefit structure is included in the Summary of Plan Description that is available on OCERS’ official website at:
https://www.ocers.org/summary-plan-description.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Basis of Accounting

Employers participating in the Plan are required to report pension information in their financial statements in accordance with Governmental
Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial Reporting for Pensions — an Amendment of GASB Statement
No. 27. The Schedule of Allocated Pension Amounts by Employer (the Schedule) along with OCERS’ audited financial statements, the GASB
Statement 67 Actuarial Valuation as of December 31, 2025 and the GASB Statement 68 Actuarial Valuation Based on the December 31, 2025
Measurement Date for Employer Reporting as of June 30, 2026, prepared by OCERS’ third-party actuary, provide the required information for
financial reporting related to the Plan that employers may use in their financial statements.

The accompanying Schedule prepared by OCERS’ third-party actuary was derived from information provided by OCERS in accordance with
accounting principles generally accepted in the United States of America (GAAP) as applicable to governmental organizations.

Legally or statutorily required employer contributions for the year ended December 31, 2025, less any amounts of those legally or statutorily
required contributions that are paid by the employees (referred to as reverse pick-ups), are used as the basis for determining each employer’s
proportion of total contributions. For the year ended December 31, 2025, employer paid member contributions of $7,000 under Government
Code Section 31581.1 which OCERS reports as employer contributions as these payments do not become part of the accumulated employee
contributions, have been excluded in determining each employer’s proportion of total contributions. Contributions made by the employer
on behalf of employees under Government Code Section 31581.2 are classified as employee contributions and are not included in the
proportionate share calculation for the year ended December 31, 2025.



Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation and Basis of Accounting (Continued)

Employer contributions have not been reduced for discount due to prepaid contributions. Contributions for each employer are assigned to
its respective participating Rate Group. Rate Groups are a collection of members who are or were employed by employers that offer similar
pension benefit formulas. Rate Groups exist for the purpose of risk-pooling and the contribution rates developed by the actuary should, in
the long-term, fairly and accurately reflect the benefits offered or promised to members in each group. Rate Groups can contain one or more
employers and employers may be included in one or more Rate Groups. If an employer participates in several Rate Groups, the employer’s
total proportionate share of the Net Pension Liability (NPL) and related allocated pension amounts is the sum of its NPL and allocated pension
amounts from each Rate Group.

The following Rate Groups have only one active employer, so all of the NPL for that Rate Group is allocated to the corresponding employer:

Rate Group Employer

3 Orange County Sanitation District

4 City of Rancho Santa Margarita

5 Orange County Transportation Authority
6 County of Orange (Probation)
7

8

9

County of Orange (Law Enforcement)
Orange County Fire Authority (Safety)
Transportation Corridor Agencies
10 Orange County Fire Authority (General)
11 Orange County Cemetery District
12 Orange County Public Law Library

The total Plan contributions are determined through OCERS’ annual actuarial valuation process. The actuarially determined rate is the estimated
amount necessary to finance the costs of benefits earned by employees during the year, with an additional amount to finance any unfunded
accrued liability. California Government Code Title 3, Division 4, Parts 3 and 3.9, Articles 6 and 6.8 define the methodology used to calculate
member basic contribution rates for General members and Safety members. The employer is required to contribute the difference between the
actuarially determined rate and the contribution rate of employees. Legally or statutorily required employer contributions were determined by
multiplying the employers’ contribution rate by the employers’ payrolls for the fiscal year.



Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of Presentation and Basis of Accounting (Continued)

The NPL is the Total Pension Liability (TPL) minus the Plan Fiduciary Net Position (plan assets). The TPL for each Rate Group is obtained from
valuation results. The Fiduciary Net Position for each Rate Group is estimated by adjusting the valuation value of assets for each membership
class by the ratio of the total Plan Fiduciary Net Position (excluding the balance of the County of Orange (County) Investment Account and the
Orange County Sanitation District (OCSD) Unfunded Actuarial Accrued Liability (UAAL) Deferred Account) to total OCERS' valuation value of
assets. The County Investment Account is then allocated among the four County Rate Groups using the proportion of the County’s most recent
contributions that were derived from the proceeds of the Pension Qbligation Bonds for each of the four County Rate Groups. The OCSD UAAL
Deferred Account balance of $20,136,000 was allocated entirely to Rate Group 3 as of December 31, 2025 and was used to reduce the NPL
for the OCSD as of the measurement date. The NPL is then allocated to the respective employers based on the legally or statutorily required
employer contributions within each Rate Group.

In developing the pension expense amounts, the NPL proportionate share percentage is used to calculate the employer’s pension expense
components (service cost, interest, change in benefit terms, differences between expected and actual experience, changes in assumptions
and benefit payments, including refunds of employee contributions), with the exception of the Orange County Mosquito and Vector Control
District (Vector Control), Cypress Recreation & Parks District (CRPD), University of California, Irvine Medical Center and Campus (UCI) and the
Orange County Department of Education (OCDE), which were adjusted to reflect the appropriate amount of service costs based on their current
inactive membership.

The employer contributions used to determine the NPL proportionate share percentage excludes UCI and OCDE employer contributions of
$2,928,161 and $338,874, respectively. These employer contributions were intended to reduce the NPL of the specific employer, not the
respective Rate Group as a whole. The percentages of contributions by employer do not equal the percentages used to allocate the NPL by
employer because the NPL for the County has been reduced to reflect the portion of the County Investment Account, as described above. The
amounts of the County Investment Account that have been allocated to those Rate Groups as of December 31, 2025 are as follows:

Rate Group Amount

1 $ 3,228,360
2 103,307,520
6 8,070,900
7 46,811,220

In addition, the NPL for Rate Group 1 was adjusted by the NPL for Vector Control, OCDE, UCI and CRPD prior to allocating the net NPL to the
other employers in Rate Group 1. The NPL for these four employers were calculated separately as follows:

The Vector Control is no longer an active employer, but retired members and their beneficiaries, as well as deferred members, remain
in the Plan. For this employer, the allocated net pension liability is based on the most recent estimate of the withdrawal liability and
adjusted to reflect the Plan Fiduciary Net Position as of December 31, 2025.



Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of Presentation and Basis of Accounting (Continued)

The participation in the Plan for the OCDE and UCI is closed to new members. The funding obligation for these employers’ UAAL is
no longer pro-rata based on its payroll as there are no active members. Instead, the employer's UAAL is determined based on its
specific actuarial accrued liability and a share of assets allocated to the employer. The employer’s contributions for its UAAL are to
be paid at level, fixed-dollar amounts over a period not to exceed twenty years. The employer will also be liable, or receive a credit,
for any change in its funding obligation determined annually thereafter as a result of actuarial experience or changes in actuarial
assumptions.

On October 19, 2015, the Board of Retirement approved the amortization schedule for payment of the OCDE UAAL and UCI UAAL of
$3,238,000 and $27,586,000, respectively. These balances were calculated based on the December 31, 2014 actuarial valuation
assuming fixed-dollar payments over twenty years beginning on July 1, 2016. As per OCERS’ Declining Payroll Policy, the UAAL
balances were updated as of the December 31, 2024 actuarial valuation to reflect actuarial gains or losses and other events that will
be captured in a new twenty-year closed amortization layer. The amortization schedules for the new UAAL layers for the OCDE and
UCI, after being adjusted for interest to December 31, 2025, can be found on OCERS’ website as discussed in Note 4 — Additional
Financial and Actuarial Information.

CRPD and Capistrano Beach Sanitary District (CBSD) are no longer active employers. CRPD has twenty retired members and
beneficiaries, as well as four deferred members, and CBSD has three retired members remaining in the Plan. At the time these
employers left the System, OCERS did not have an express policy addressing how the UAAL would be funded for inactive employers.
On October 15, 2018, OCERS entered into a withdrawing employer and continuing contribution agreement with the City of Cypress
and received payment of the UAAL associated with CRPD members, including interest through October 14, 2018, for a total of
$740,000. As of December 31, 2020, and every three years thereafter, CRPD’s UAAL obligation will be recalculated and in the event
there is any new UAAL obligation, CRPD will have three years following the effective date of the recalculation to satisfy the obligation
in full, including accrued interest. As of December 31, 2025, the allocated net pension asset is based on the most recent estimate
of the withdrawal liability and adjusted to reflect the Plan Fiduciary Net Position as of December 31, 2025. CBSD is no longer in
existence and OCERS does not have the ability to collect any UAAL from this inactive employer under OCERS’ Declining Employer
Payroll Policy; unpaid liabilities from this employer are deemed immaterial.

Use of Estimates in the Preparation of Financial Schedule
The preparation of the Schedule in conformity with GAAP requires management to make significant estimates and assumptions that affect the

reported amounts during the reporting period. Actual results could differ from those estimates. The components of the NPL related to OCERS'
plan at December 31, 2025, are as follows (dollars in thousands):

Total Pension Liability $ 29,479,871
Less: Plan Fiduciary Net Position (27,660,311)

For the measurement period ended December 31, 2025 (the measurement date), total pension liability was determined by rolling forward the
December 31, 2024 (the valuation date) total pension liability. The actuarial assumptions used were based on the results of an experience
study for the period from January 1, 2020 through December 31, 2022.

10



Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

NOTE 3 — ACTUARIAL METHODS AND ASSUMPTIONS
Actuarial Methods and Assumptions Used to Determine Total Pension Liability

The December 31, 2025 total pension liability was based on the following actuarial methods and assumptions:

Actuarial Experience Study Three-Year Period Ending December 31, 2022
Actuarial Cost Method Entry Age in accordance with the requirements of GASB Statement
No. 68
Actuarial Assumptions:
Investment Rate of Return 7.00% net of pension plan administrative and investment expenses,
including inflation
Inflation Rate 2.50%
Projected Salary Increases General: 3.90% to 10.25% and Safety: 4.50% to 15.00%, vary by
service, includes inflation and “across-the-board” salary increase of
0.50%
Consumer Price Index (CPI) and CPl increases of 2.75% per year
Cost of Living Adjustments (COLA) Retiree COLA increases of 2.75% per year. For members that have

COLA banks, it is assumed they receive 3.00% COLA increases until
their COLA banks are exhausted and 2.75% thereafter

Mortality Assumptions

The mortality assumptions used in the TPL at December 31, 2025, were based on the results of the actuarial experience study for the period
January 1, 2020 through December 31, 2022, using the Public Retirement Plans Mortality tables (Pub-2010) published by the Society of
Actuaries. Within the Pub-2010 family of mortality tables, OCERS has adopted both the General and Safety Amount-Weighted Above-Median
Mortality Tables (adjusted for OCERS experience), projected generationally using the two-dimensional mortality improvement scale MP-2021,
adjusted separately for healthy and disabled for both general and safety members.

Discount Rate

The discount rate used to measure the TPL as of December 31, 2025 was 7.00%. The projection of cash flows used to determine the discount
rate assumed plan member contributions will be made at the current contribution rate and that employer contributions will be made at rates
equal to the actuarially determined contribution rates. For this purpose, only employer contributions that are intended to fund benefits for
current plan members and their beneficiaries are included. Projected employer contributions that are intended to fund the service costs
for future plan members and their beneficiaries, as well as projected contributions from future plan members, are not included. Based on
those assumptions, the Plan’s fiduciary net position was projected to be available to make all projected future benefit payments for current
plan members. Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability as of December 31, 2025.

According to Paragraph 30 of Statement 68, the long-term expected rate of return should be determined net of pension plan investment
expense but without reduction for pension plan administrative expense.

11



Orange County Employees Retirement System
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan
Notes to the Schedule of Allocated Pension Amounts by Employer
As of and For the Year Ended December 31, 2025

NOTE 3 — ACTUARIAL METHODS AND ASSUMPTIONS (CONTINUED)
Discount Rate (Continued)

The 7.00% investment return assumption used in the actuarial valuation for funding is net of administrative expenses. Administrative expenses
are assumed to be 13 basis points. The investment return assumption remained the same for reporting purposes, where it is considered gross of
administrative expenses. This results in an increase in the margin for adverse deviation when using the same investment return assumption for
financial reporting; however, the impact of including administrative expenses is deemed to have an immaterial impact on the overall assumed
rate of return.

The long-term expected rate of return on pension plan investments was determined using a building-block method in which expected future
real rates of return (expected returns, net of pension plan investment expense and inflation) are developed for each major asset class. These
returns are combined to produce the long-term expected arithmetic rate of return by weighting the expected arithmetic real rates of return by
the target asset allocation percentage, adding expected inflation and subtracting expected investment expenses (beginning with December
31, 2023, including only investment consulting fees, custodian fees and other miscellaneous investment expenses and fees but excluding
investment manager fees) and a risk margin. Additional information on the target allocation and projected arithmetic real rate of return for each
major asset class is available in the OCERS’ GASB Statement No. 67 Actuarial Valuation as of December 31, 2025.

Amortization of Deferred Outflows and Deferred Inflows of Resources

The net difference between projected and actual investment earnings on pension plan investments in the Schedule represents the unamortized
balance relating to the current measurement period and the prior measurement periods on a net basis. The net difference between projected
and actual investment earnings on pension plan investments is amortized over a five-year period on a straight-line basis beginning with the year
in which they occur. One-fifth was recognized in pension expense during the measurement period, and the remaining net difference between
projected and actual investment earnings on pension plan investments at the measurement date is to be amortized over the remaining period.

Deferred outflows of resources and deferred inflows of resources related to the differences between expected and actual experience, changes
of assumptions, and changes in proportion and differences between employer contributions and proportionate share of contributions are
recognized over the average of the expected remaining service lives of all employees that are provided with pensions through the Plan determined
as of December 31, 2024 (the beginning of the measurement period ending December 31, 2025) which is 5.30 years. Prior measurement
period differences between expected and actual experience, changes of assumptions, and changes in proportion and differences between
employer contributions and proportionate share of contributions continue to be recognized based on the expected remaining service lives of
all employees calculated as of the beginning of those measurement periods.

The Schedule of Allocated Pension Amounts by Employer does not reflect contributions made to OCERS subsequent to the measurement date
as defined in GASB Statement No. 68 paragraph 57. Appropriate treatment of such amounts is the responsibility of the employers.

NOTE 4 — ADDITIONAL FINANCIAL AND ACTUARIAL INFORMATION

Additional financial and actuarial information required for GASB Statement No. 68 disclosures is presented in OCERS’ Annual Comprehensive
Financial Report as of and for the year ended December 31, 2025, the OCERS’ GASB Statement No. 67 Actuarial Valuation as of December 31,
2025, the OCERS’ GASB Statement No. 68 Actuarial Valuation Based on the December 31, 2025, Measurement Date for Employer Reporting
as of June 30, 2026, and the Unfunded Actuarial Liability and Associated Amortization Schedules as of the December 31, 2024 valuation for
the Orange County Department Education and University of California, Irvine Medical Center and Campus, which can be found on OCERS’
website at www.ocers.org.
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